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With enactment of the Postal Accountability and Enhancement Act of 2006, the Postal Regulatory
Commission was tasked with providing a report on universal service and the postal monopolies to the President
and Congress by December 19, 2008. On behalf of the Commission, | am proud to submit our report.

Issuance of this report comes at a critical time in the history of the Postal Service. When we began this
report, economic circumstances were significantly different than they are today. The ongoing economic
slowdown has contributed to a large decline in mail volumes; and the Service is faced with a second
consecutive year of multi-billion dollar losses, with the Postmaster General predicting a similar scenario for
next year as well. Through this report, the Commission has painted a portrait of the landscape up until this
time, but the events of the last several months signal continued changes and future challenges. This report
provides an in-depth view of the history behind the universal service obligation and monopolies for policy
makers, while providing a foundation for policy considerations if the situation merits change. This work
contains concepts and ideas for a path forward, in an effort to ensure the sustainability of future postal services.

The Commission began its efforts in preparing this report more than one year ago. To ensure adequate
public participation, we cast a broad net for collection of public comments. We initiated our study through an
extensive Notice and Request for Comments in the Federal Register. In an effort to reach out beyond
Washington, D.C., the Commission took to the road and conducted field hearings in three different regions of
the country. We heard from a wide variety of witnesses, such as a postmaster from an island off the coast of
Maine, the president of a national senior citizens’ association, a noted lvy League economics professor, a large
mail-order pharmaceutical provider, and a company that digitally scans customer mail to provide the equivalent
of an “online” P.O. Box. The testimony we received was vital in helping us build a record on which we could
assess the state of universal postal service in the United States as well as the monopolies which support its
operations.

I would like to express my deep appreciation for the individual efforts of my fellow commissioners —
Mark Acton, Ruth Goldway, Tony Hammond, and Nanci Langley - in authoring this report. Together, we spent
many hours working our way through a myriad of issues. As has been the Commission’s practice, we made a
real effort to find common ground, and policies and direction on which we could agree. The result is a truly
consensus report, of which I am very proud.

On behalf of my colleagues, | would also like to thank the Commission staff for their many hours of
labor in researching, preparing and writing this report. In particular, | would like to thank Stephen Sharfman,
our General Counsel, John Waller, Director of the Office of Accountability and Compliance, and Charles
Robinson, Assistant Director of the Office of Accountability and Compliance. Without their knowledge,
leadership and dedication, completion of this report would not have been possible. Finally, | would like to
commend the Commission’s contractor, the George Mason School of Public Policy (GMU), for providing the
Commission with the background and research necessary to author this document.
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Preamble

The United States Postal Service is an independent establishment of the
Government of the United States, created by Act of Congress to provide mail as a

basic and fundamental service to the people.

The Postal Accountability and Enhancement Act of 2006, 120 Stat. 3198,
sec. 702, directed the Postal Regulatory Commission to submit to the President and
Congress this report on universal postal service and the postal monopoly in the
United States.






Executive Summary

The Postal Accountability and Enhancement Act (PAEA) became law on
December 20, 2006. It directs the Postal Regulatory Commission to submit a

report on universal postal service and the postal monopoly within 2 years.

In developing this report, the Commission held three field hearings as well
as one in Washington, DC, invited formal and informal written comments, and
sponsored an open workshop. Many of those who provided written comments or
testified at the field hearings state there has been insufficient experience under
the PAEA to determine whether further changes should be made. Moreover,
they note that under the PAEA, the Commission has enhanced regulatory

authority with respect to service quality that has yet to be fully utilized.

As a threshold matter, no sender, recipient, interest group, or community
reported any geographic area not served by the Postal Service, or any service
that was deficient in scope or quality. Our record in this proceeding indicates that
senders and recipients are generally satisfied with the current level of universal
service provided by the Postal Service, although the Commission receives

individual complaints and reads reports of localized problems.

Had this report been issued several months ago, these factors would have
led the Commission to recommend that no near-term changes be contemplated
to universal postal service, the USO, the postal monopoly, or the mailbox
monopoly. Although no immediate changes are called for, recent events require
the Commission to recommend that Congress closely monitor the Postal
Service’s financial situation as the possibility now exists that significant changes
may become necessary to preserve effective and efficient postal services for the

Nation.
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The economic crisis of the last few months has had a substantial impact
on Postal Service volume and revenues. Financial institutions, which are major
users of mail, have been particularly affected. The economic downturn comes on
the heels of technological trends that have produced declining volumes for
single-piece First-Class Mail. The cumulative result of these events has been the
most severe volume declines since the Great Depression, and significant
financial losses for the Postal Service. Preliminary data show volume declines
for every domestic class of mail in FY 2008, with First-Class Mail volume

declining almost 5 percent.

This report provides a foundation and tools Congress can use to inform
itself in the event that appropriate solutions need to be fashioned. Information on
the probable reaction of large-volume mailers to potential service reductions was
not available while this report was under preparation. The Commission believes
that this key information should inform any decisions on service levels, and the
Commission suggests Congress urge the Postal Service to develop it

immediately.

The Commission knows that the Postal Service is focused fully on reacting
to this crisis, and making the difficult decisions needed to cut expenses to
preserve its financial health, including seeking a temporary adjustment to its
retiree health benefits repayment schedule. Whether it will be able to meet this
challenge can not be known at this time, and Congress will want to focus on this
situation so that it can respond quickly and effectively should the Postal Service’s

condition continue to deteriorate.

The PAEA directed the Commission to identify the scope and standards of
universal service and the postal monopoly based on a comprehensive review of

their history and development which is detailed in Chapter 2. The Commission
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identifies statutory language establishing the qualitative standards of the current
USO. Universal service is enshrined in 39 U.S.C. 101(a): “The Postal Service
shall have as its basic function the obligation to provide postal services to bind
the Nation together through the personal, educational, literary, and business
correspondence of the people.” Congressional expectations are further set out in
the remainder of 39 U.S.C. 101, and 39 U.S.C. 403 and 404.

The USO is not specific. The Postal Service is to achieve the best
possible balance of these service features consistent with efficient and economic
practices. Congress has rarely established rigid, numerical standards of
minimally acceptable service for each of these features. Rather, throughout its
history, the Postal Service has been expected to use its flexibility to meet the
needs and expectations of the Nation while balancing the delivery of service
against budgetary constraints. This long-standing policy has worked well. The
Postal Service is a well-respected government agency and the public supports

present service levels.

Currently, only a few legislative proscriptions limit Postal Service options.
The PAEA established firm limits to preserve the affordability of market dominant
products. For over 20 years, 1983 delivery levels have been specified as a
minimum in annual appropriations legislation. Restrictions on the closing of small
and rural post offices also have been enacted as part of the annual
appropriations process. The Postal Service generally supports the status quo,
although it would prefer not to be limited by annual appropriations legislation
which requires it to maintain 6-days-a-week city and rural delivery at levels not

less than existed in 1983.
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The issue facing Congress and the Nation is whether the Postal Service
will be able to continue to provide adequate levels of service in terms of these
seven features in the months and years ahead, and if it can not, what should be

the appropriate response.

Congress directed that this report contain estimates of the costs of
universal service and the value of the postal monopolies that can be used should
changes be contemplated. Chapter 4 contains models that estimate these
amounts. The models can accommodate varying input values. Chapter 5
presents information on volume trends, and results from surveys exploring the
likely future needs and expectations of the public and small businesses.
However, one key input is unavailable: the likely current response of large
customers to potential changes. It is probable that the recent deterioration of the

economic climate has had a significant impact on this.

Primary Commission findings are:

. The universal service obligation has seven attributes:
(1) Geographic Scope; (2) Range of Products; (3) Access to
Postal Facilities; (4) Delivery Frequency; (5) Prices/Affordability;
(6) Quality of Service; and (7) Users’ Rights.

. The current obligation to provide service to all persons in all parts of
the Nation, its territories, and possessions, is paramount, and

should not be altered.

. Current law makes the universal service obligation applicable to
both market dominant and competitive products.
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° A first estimate of the annual cost of the current universal service
obligation, based on FY 2007, is $4.4 billion.

. A first estimate of the annual value of the combined letter mail and
mailbox monopolies, based on FY 2007, is $3.5 billion, although

this estimate is subject to substantial variation.

Policymakers also should be aware that there are numerous important
benefits to the Nation beyond the delivery of the mail from the existence of a
Federal agency providing mail as a user-supported public service. Although
societal benefits are outside the statutory scope of this study, a number of
witnesses and commenters emphasized their importance. They mentioned, for
example, that the Postal Service is the only Federal presence in many urban and
rural areas of the United States and this presence helps to bind the Nation
together; that mail carriers provide uncompensated support to individuals along
routes; and that the Postal Service provided significant assistance to Federal and

State authorities following the Hurricane Katrina disaster.

The Commission is initiating a new public inquiry, Docket No. P12009-1, to
allow interested persons to express their views on this report. The Commission
will evaluate all comments received, and may issue supplemental analyses as a

result of this additional public input.
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The recommendations set forth in this report are:

The Commission recommends that Congress consider and
balance all the features of universal service as part of any
review of changes necessary to preserve a financially viable

Postal Service.

The Commission recommends that the Postal Service be
directed to develop information on the probable impact on
mail usage by large volume mailers in reaction to potential

alternative changes in the seven features of universal service.

The Commission recommends that, before any decisions to
adjust or eliminate universal service or the monopoly are
made, the resulting impact on the societal benefits of a Federal
postal service should be carefully assessed.



Introduction

This report has been prepared to fulfill the congressional mandate in
Section 702 of the Postal Accountability and Enhancement Act (PAEA). After
more than 10 years of work, Congress passed the PAEA, which went into effect
on December 20, 2006. To enable Congress to formulate long-term national
postal policy, the PAEA requires three studies. The Federal Trade Commission
conducted the first study, a review of how Federal and State laws apply
differently to the Postal Service and to other, private providers of its competitive
products. The second study is contained in this report, which presents, among
other things, the current status of the USO and the postal monopoly, and options
for considering how to change both in the future. The third study, to be
conducted by the Government Accountability Office, will investigate options for
long-term structural and operational reforms of the Postal Service. Taken

together, these studies can form the basis for consideration of national postal

policy.

The remainder of this introduction discusses the requirements of the
PAEA, the general process that the Commission used to conduct its study and

prepare this report, and the organization of the rest of the report.

The Requirements of the PAEA

Section 702 of the PAEA (1) contains a due date for this report;
(2) describes the minimum contents that Congress expects to be included;
(3) requires the Commission to recommend any changes to universal service and

the postal monopoly it considers appropriate; and (4) obliges the Commission to
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receive written comments from the Postal Service and to consult with the Postal
Service, other Federal agencies, mailers, competitors, and the general public.

Specifically, section 702(a)(2) of the PAEA requires that the following

subjects be included in the Commission’s report:

. A comprehensive review of the history and development of
universal service and the postal monopoly, including how the scope
and standards of universal service and the postal monopoly have
evolved over time for the Nation and its urban and rural areas;

. The scope and standards of universal service and the postal
monopoly provided under current law . . . and current rules,
regulations, policy statements, and practices of the Postal Service;

. A description of any geographic areas, populations, communities
(including both urban and rural communities), organizations, or
other groups or entities not currently covered by universal service
or that are covered but that are receiving services deficient in scope
or quality or both; and

. The scope and standards of universal service and the postal
monopoly likely to be required in the future in order to meet the
needs and expectations of the . . . public, including all types of mail
users, based on discussion of such assumptions, alternative sets of
assumptions, and analyses as the Postal Service considers
plausible.

If the Commission decides to recommend any changes to universal
service and the postal monopoly (whether those changes could be made under
current law or would require changes in current law), then the Commission must
provide estimated effects of each recommendation on the service, financial
condition, rates, and security of mail provided by the Postal Service. Each

recommendation should include:
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1. An estimate of the costs attributable to the obligation to
provide universal service under current law;

2. An analysis of the likely benefit of the current postal
monopoly to the ability of the Postal Service to sustain the
current scope and standards of universal service, including
estimates of the financial benefit of the postal monopoly to
the extent practicable, under current law; and

3. Any additional topics and recommendations the Commission
deems appropriate, together with estimated effects on
service, financial condition, rates, and the security of mail.

Development of this Report

The singular nature of this study required a unique expansion of the
Commission’s analytical capability in order to fully address each of the issues
mandated. The Commission decided to meet this need by hiring a contractor.
To this end, the Commission issued a Request for Proposals in November 2007
which described the work to be done. The Commission received three proposals
and, following a careful review, selected as the contractor from among those
proposals George Mason University’s School of Public Policy (GMU). The
principal investigator for GMU is Professor A. Lee Fritschler, a resident scholar
and former Chairman of the Postal Rate Commission.

The Commission tasked GMU with providing (1) a legal history and
analysis of the postal monopoly; (2) a legal history and analysis of the universal
service obligation; (3) a description of what selected countries have chosen to do
concerning universal service and the postal monopoly; (4) a national assessment
of the needs and expectations of households, small nonprofit mailers, and small
business mailers; (5) a methodology for calculating USO cost; (6) a methodology

for calculating the value of the letter monopoly and the mailbox monopoly; and
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(7) assistance as directed by the Commission in developing recommendations on

universal service, the letter monopoly, and the mailbox monopoly.*

Public Outreach

Section 702(c) of the PAEA requires the Commission to “... solicit written
comments from the Postal Service and consult with the Postal Service and other
Federal agencies, users of the mails, enterprises in the private sector engaged in
the delivery of the mail, and the general public; and to ... address any written
comments received under this section.” An effective way to gather input from
most of the groups listed in the PAEA is a public inquiry docket. Typically, the
Postal Service, large mailers, mailer associations, and competitors of the Postal
Service will participate in such Commission proceedings. However, household
mailers, small nonprofit mailers, and small business mailers, e.g., in-home
businesses, do not usually participate in Commission proceedings. To ensure its
ability to gather input from all the groups envisioned by the PAEA, the
Commission chose a bifurcated approach. It initiated Public Inquiry Docket No.
P12008-3, Report on Universal Service and the Postal Monopoly, on April 18,
2008. Simultaneously, GMU’s Center for Social Science Research conducted a
national assessment of households, small nonprofit organizations, and small

businesses to gather input for the Commission’s report.

In its initial notice and order establishing the Public Inquiry, Order No. 71,
the Commission identified and discussed 12 topics and suggested specific
guestions for each topic that interested persons might want to address without

limiting comments to these topics alone. The Commission requested written

! In this report, the terms “letter monopoly” and “postal monopoly” refer to the exclusive
right of the Postal Service to carry and deliver certain categories of mail. The term “mailbox
monopoly” refers to the Postal Service’s exclusive right to deposit mailable matter in any mailbox.
The term “postal monopolies” refers to both the letter monopoly and the mailbox monopoly.

10
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comments from interested persons within 60 days of the date of publication in the
Federal Register, reply comments within 90 days of the date of publication in the
Federal Register, and designated an officer of the Commission to represent the

interests of the general public.

To ensure that the Commission could fulfill its mandate to consult with
other Federal agencies, it sent letters to 30 agencies. The letters informed each
agency that the Commission had instituted an inquiry into the needs and
expectations of stakeholders in the Postal Service with respect to universal
service and the postal monopoly, and it requested the views on this matter from
each agency. Many agencies provided comments. The Commission took
special care to ensure that it had access to the particular knowledge and
concerns of the Postal Service and its employees. The Postal Service was
highly cooperative and provided extensive data, testimony, and other related
materials in addition to separately commissioned analyses available at

http://www.usps.com/postallaw/universalpostalservice.htm.

Mindful of the current universal service obligation to provide “a maximum
degree of effective and regular postal services to rural areas, communities, and
small towns where post offices are not self-sustaining,” the Commission held
three field hearings in areas where it might gain information regarding the needs
and expectations of small and rural communities.? The field hearings were held
in Flagstaff, Arizona on May 21, 2008; St. Paul, Minnesota on June 5, 2008; and
Portsmouth, New Hampshire on June 19, 2008.

A fourth hearing was held in Washington, D.C. on July 10, 2008 to obtain

testimony from employee organizations, experts on postal issues, and other

% Section 103(b) of the PAEA.
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interested participants. The Commission also held a workshop on June 12,
2008, moderated by Chairman Dan Blair, to further broaden outreach to the

public to gather a broad range of input as it prepared its report.

Congress requested a report that identifies “the scope and standards of
universal service and the postal monopoly likely to be required in the future in
order to meet the needs and expectations of the United States public, including
all types of mail users ....”* The Commission’s outreach to users of the mails,
including those located in remote areas of the United States, the Postal Service
and its employee organizations, and experts on postal issues has produced a
broad range of comments. The Commission believes that the record captures
the needs and expectations of the United States public, thus fulfilling the vision of

Congress.

Organization of the Report

This report is organized around the subsections of section 702. Chapter 2
describes the Commission’s understanding of the current status of universal
service, universal service obligation, and the postal monopoly. It also discusses
the legal history of the postal monopoly, the legal history of the universal service
obligation, and the development of the universal service obligation from a
historical, rather than legal, perspective. Chapter 2 is supported by three
appendices. Appendix B contains GMU'’s presentation and analysis of the
history of the postal monopoly from a legal perspective. Appendix C contains
GMU's presentation and analysis of the history of universal service and the
universal service obligation from a legal perspective. Appendix D contains

GMU's description of the evolution of the USO from a historian’s perspective.

% Section 702(a)(2)(D) of the PAEA.

12
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No consideration of possible changes to the USO and the postal
monopolies would be complete without researching how other developed
countries have modified them and the impact of any changes on mail service.
Accordingly, Chapter 3 presents the lessons learned from eight countries
including selected European countries, New Zealand, Australia, and Canada.

Appendix E contains a more detailed discussion of GMU'’s research in this area.

Chapter 4 discusses the economics of the USO and the postal monopoly.
It describes the model George Mason University has used to estimate the cost of
the USO and the value of the postal monopoly. It also discusses how other
countries have attempted to calculate the same values. It appears that no one
has previously developed an explicit model for estimating the value of the postal
monopoly. Appendix F, presented in four sections, contains a more detailed

explanation of the model and research.

Chapter 5 discusses the needs and expectations of the United States
public and users of the mail. It includes the findings from the surveys conducted
by GMU and the Commission’s public proceedings. It also contains brief
discussions of the important societal benefits that accrue from the Postal Service
in its current form, and the Commission’s consideration of such factors as
potential “do not mail” legislation and environmental concerns. Further study of

these important areas will benefit any analysis of potential future legislation.

Chapters 2 through 5 enable Chapters 6 and 7. Congress has asked the
Commission to consider if there should be any changes made to the current
USO, the postal monopoly, or the mailbox monopoly in light of the future needs
and expectations of the United States public, including all types of mail users.
Chapter 6 describes the panoply of options considered plausible by the
Commission and the context for these options. The PAEA also obligates the

13
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Commission to include any changes, including assumptions and analyses,
considered plausible by the Postal Service. Although the Postal Service
provided input to the Commission’s study, it did not propose any changes to the
status quo. For this reason, there is no Postal Service alternative presented
here. The Postal Service’s recommendations are discussed in Chapter 7 along

with the Commission’s own recommendations.

Concurrent with the publication of this report, the Commission is initiating
a new public inquiry docket intended to allow interested parties to provide
comments on the Commission’s report. The Commission will consider all the
comments entered into this new docket, and it may issue a supplemental report

on universal service and the postal monopoly.

14



Current Status and Historical Development of
the Universal Service Obligation and the Postal
Monopoly

The history of the United States Postal Service reflects the history of the
United States. At the time the Nation was founded, postal service was
essentially an intercity service for newspapers and business correspondence.
That service was provided over statutorily defined “post routes.” As the country

expanded and changed, so did postal service.

The development of postal service has been molded by numerous factors,
including increases in population; the growth and development of cities;
improvement in the modes of transportation; popular demands for affordable
non-commercial letter correspondence; an increase in the importance of
international commerce; demands for service to rural areas and villages; the
growth in demand for package services; and a growing need for expeditious

commercial correspondence.

Postal service has been impacted by the emergence of alternative and
competing forms of communication, such as telegraph and telephone, and more
recently fax, internet, and computer- and communication-enabled express and

package services.

Only since the mid-20" century has the term “universal service obligation”

been consciously and intentionally applied to postal service in the United States.

15
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Prior to that time, the Post Office Department had the responsibility for providing
postal service, but the outlines of that responsibility were not explicitly
established by statute. Rather, the obligations of the post office were the

de facto product of the interaction of relatively narrow and specific statutory
commands, financial capabilities, social expectations, and physical capabilities
and limitations on the collection, transportation, and delivery of letters and

parcels.

Even after the terms “universal service” and “universal service obligation”
came into use, they continued to lack comprehensive and consistent commercial
or legal definitions. As a result, the Nation’s concepts of “universal service” and
“universal service obligation” continue to have a uniquely American flavor and
content that differs significantly from the statutory approach taken by other

countries, particularly those in the European Union (EU).

In the long history of the United States postal service, the attempt to
articulate a legal formulation of universal service and the universal service
obligation (USO) is a relatively recent development. With certain notable
exceptions, the formulations have been so general as to be more in the nature of
policy guidelines or precatory statements of desired objectives, as opposed to
legally enforceable obligations. In the absence of a comprehensive legal
obligation, the Postal Service’s duty to provide universal service has been

enforceable, if at all, by means of political oversight and/or social pressure.

This chapter summarizes the current status of the Postal Service’s USO
and the postal monopolies. It also presents the historical highlights of postal
service in the United States, with particular attention to the origins and evolution
of the USO and the letter and mailbox monopolies. This history is organized

under the following eight headings:
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The Beginnings of the American Postal System: 1780s through the
1830s;

The Foundations of Modern Postal Service: 1840s through the
1880s;

The Postal Act of 1845: Cheap Postage and the Private Express
Statutes;

The Emergence of Universal Service, the Evolution of the Letter
Monopoly, and the Adoption of the Mailbox Monopoly: 1890
through the 1950s;

The Statutory Basis of the Universal Service Obligation: the Postal
Policy Act of 1958 and the Postal Code of 1960;

The Passage of the Postal Reorganization and Salary Adjustment
Act of 1970;

The Continuing Development of the Universal Service Obligation
Following Passage of the PRA,

Administration of the Universal Service Obligation: 1971-2006;

The Continuing Development of the Postal Monopolies Following
Passage of the PRA; and

The Postal Accountability and Enhancement Act of 2006.

This chapter draws heavily upon detailed analyses contained in

Appendices B, C, and D.* To facilitate access to the appendices, frequent cross-
references are provided.

* Appendix B is GMU's study entitled Universal Service Obligation: History and

Development of Laws Relating to the Provision of Universal Postal Services. Appendix C is the
GMU study entitled Postal Monopoly Laws: History and Development of the Monopoly on the
Carriage of Mail and the Monopoly on Access to Mailboxes. Appendix D is GMU'’s study entitled
History of Universal Service and the Postal Monopoly. These three appendices are referred to in
this chapter as “Appendix B,” “Appendix C,” and “Appendix D,” respectively.
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Current Status of the Universal Service Obligation and the Postal Monopoly
The Universal Service Obligation

The overarching USO of the Postal Service is set forth in section 101(a) of
title 39 as “the obligation to provide postal services to bind the Nation together
through ... the correspondence of the people ... [by providing] ... services to

patrons in all areas and ... to all communities.”

In the Commission’s view, the USO has seven principal attributes:
geographic scope; product range; access; delivery; pricing; service quality; and

an enforcement mechanism.

These seven attributes are admittedly general in nature. Their generality
promotes the evolution of postal service to meet an ever-changing mix of
demands and opportunities. For example, the geographic scope of postal
service has expanded over time from the needs during colonial times, through
the period of westward expansion, to the needs of today. Over this long period,
the country has become larger, the terrain over which service is provided has
become more varied, and the distances between potential mailers and recipients
have increased. As these changes have occurred, the geographic scope of
postal service has expanded to meet the overall objective of binding the Nation

together by providing service to all of the people of the United States.

Even before the term “universal service obligation” was applied to postal
service, the Post Office Department and its successor, the United States Postal
Service, recognized, sometimes implicitly, the obligation that it had to the citizens
of the United States. As political, economic, and social demands have changed
over time, our citizens have benefited from a USO that has had the flexibility to
evolve with those changes.
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The seven attributes of the USO also overlap. For example, access to
postal facilities and the geographic scope of postal service affect each other and
such common subjects as the location of postal facilities. Another example
would be that frequency of delivery, pricing, and the quality of service are

interrelated.

Geographic Scope. The geographic scope of the USO can be
summarized as a flexible obligation that extends throughout the United States
and to and from foreign regions pursuant to agreements with the United States
military, United States agencies, and agreements relating to international postal
services and international delivery services. This obligation is tempered by, and
subject to, reasonable economic and efficiency limitations.

Product Range. The range of products covered by the USO includes all
mail matter. The range of products is subject to change to meet the changing
needs of citizens, and the service obligation also varies with the needs for distinct

products.

Access. The USO requires “ready access to essential postal services”
that is “consistent with reasonable economies.” 39 U.S.C. 403(b)(3). The
concept of “ready access” includes not only the time and distance needed to get
to the location where postal services are available, but time spent at that location
in order to obtain the desired services. “Essential postal services” range from
postal products, to mail acceptance points (such as collection boxes), to access
to letter carriers who accept mail for posting, to easily accessible information.
Within the general requirement of ready access consistent with reasonable
economies, the Postal Service enjoys considerable discretion to determine the
nature and location of postal facilities by which access will be provided. The

Postal Service’s discretion is, however, subject to a number of limitations in title
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39, including section 101(b) which precludes the closing of a post office solely
because it operates at a deficit; section 403(c) which prohibits undue or
unreasonable discrimination or undue or unreasonable preferences; section 404
which covers the closing or consolidation of post offices; and section 3661(b)
which applies if changes in access “affect service on a nationwide or
substantially nationwide basis.” In addition, annual appropriation acts preclude
the use of appropriated funds for closing small or rural post offices. Finally,
language consistently included in annual postal appropriations provides that “six
day delivery and rural delivery of mail shall continue at the 1983 level.” This
delivery requirement potentially affects access to the postal system by means of
letter carriers who pick up outgoing mail at the time of delivery to the customer.

Delivery. The USO both authorizes and requires the Postal Service to
deliver the mail. The method of such delivery—whether to the door, the
curbside, to cluster boxes, to roadside mailboxes, to post office boxes, or by
general delivery—is left to the discretion of the Postal Service. The frequency of
delivery is subject to a provision in the appropriations legislation that provides
that “six day delivery ... shall continue at the 1983 level.” This provision is
subject to several different interpretations and its meaning and application are
problematic.

Pricing. The USQO’s affordability requirement is composed of general rate
parameters; reduced rate or no charge requirements; uniformity requirements;
inbound international rate requirements; and the pricing constraints of the PAEA
that include price caps.

Service Quality. The USO'’s service quality requirements consist of
general admonitions to provide quality service; specific provisions which subject

service changes that are nationwide in scope to public comment and
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Commission review; and provisions in the PAEA that provide for generating

enforceable service quality standards.

Enforcement Mechanism. Enforcement of the USO can be sought under
provisions in title 39 that authorize interested persons to file complaints for failure
of the Postal Service to meet the requirements of certain specific statutory
provisions. The Commission has proposed regulations that would establish new
complaint procedures. The right of an individual to seek judicial enforcement of

universal service rights is unclear.

These seven attributes are discussed in more detail below.

The USQO’s Geographic Scope

The geographic scope of the USO is the subject of several statutory
provisions. Title 39 of the U.S. Code expressly addresses the concept of

geographic scope in sections 101, 403, and 407.

Section 101(a) provides that the Postal Service “shall provide prompt,
reliable, and efficient services to patrons in all areas and shall render postal
services to all communities.” (emphasis added). Section 101(b) states that the
Postal Service “shall provide a maximum degree of effective and regular postal
services to rural areas, communities, and small towns where post offices are not
self sustaining.” (emphasis added). Section 101(b) further expresses Congress’
intent that “effective postal services be ensured to residents of both urban and

rural communities.” (emphasis added).

Section 403(a) directs the Postal Service to “receive, transmit, and deliver
throughout the United States, its territories and possessions, and, pursuant to

arrangements entered into under sections 406 [for military installations] and 411
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[for services to other governmental agencies] of this title, throughout the world ...
[and] ... “to serve as nearly as practicable the entire population of the United
States.” (emphasis added). Section 403(b) makes it the responsibility of the
Postal Service “to maintain an efficient system of collection, sorting, and delivery

of the mail nationwide.” (emphasis added).

Section 407(a) makes it “the policy of the United States ... to promote and
encourage communications between peoples by efficient operation of
international postal services and other international delivery services for cultural,
social, and economic purposes ....” Section 407(d) recognizes the authority of
the Postal Service to “enter[ ] into ... commercial and operational contracts
related to providing international postal services and other international delivery
services as it deems appropriate ...” subject to certain specific limitations.

(emphasis added).

These broad formulations of the geographic scope of the USO are not
without limit. Specifically, section 403(a) requires that the postal services be
offered “at fair and reasonable rates and fees.” Section 403(b) requires that the
“system of collection, sorting, and delivery of mail” must be “efficient.” These
limitations are, of course, subject to differing interpretations. Consequently, the
scope of the geographic service obligation is itself indefinite.

A further statutory directive has been included in annual Postal Service
appropriations for more than 20 years. This language directs that “six day

delivery and rural delivery of mail shall continue at the 1983 level.” While this

® These rate and efficiency requirements have been recognized by the courts as placing
limits on the Postal Service’s obligations. Egger v. U.S. Postal Service, 436 F.Supp. 138 (W.D.
Va. 1977); Grover City v. U.S. Postal Service, 391 F.Supp. 982 (C.D. Cal. 1975).
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requirement might appear to be specific, it is in fact quite ambiguous because of
the absence of any definition or explanation of what constitutes delivery at “the
1983 level.”

In light of the foregoing, the Commission has concluded that the Postal
Service’s obligation is to provide postal service throughout the United States, its
territories, and possessions; to and from foreign regions pursuant to agreements
with the United States military, United States agencies, and agreements relating
to international postal services and international delivery services, subject to
reasonable economic and efficiency limitations. The obligatory geographic scope
for postal products can vary from product to product so long as the reason for the
variation is based upon reasonable economic and efficiency limitations and is not
unduly discriminatory. See PRC Op. R77-1 at 411-12.

USO Products

Sections 101 and 403 of title 39 allude to a number of different types of
postal services without specifying which, if any, particular product or products are
to be included in the Postal Service’s USO. Other sections of title 39 offer further

guidance on what products should be included.

Various commenters, including the Postal Service, take the position that
only market dominant products should be considered as part of the Postal
Service’'s USO. Other commenters take the position that all postal products, both

market dominant and competitive, are included in the Postal Service’s USO.

Section 101(a) of title 39 gives the Postal Service “the obligation to
provide postal services to bind the Nation together through the personal,
educational, literary, and business correspondence of the people.” (emphasis
added).
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Section 403 makes similar broad statements of the Postal Service’s
obligation. Section 403(a) directs the Postal Service to “receive, transmit, and
deliver ... written and printed matter, parcels, and like materials and provide such
other services incidental thereto as it finds appropriate to its functions and in the
public interest.” (emphasis added). Section 403(b)(2) requires the Postal Service
“to provide types of mail service to meet the needs of different categories of mail
and mail users.” (emphasis added). On their face, these broad formulations
suggest that all forms of mail matter should be considered to be part of the Postal
Service's USO.°

Section 101(f) requires that “[ijn selecting modes of transportation, the
Postal Service shall give highest consideration to the prompt and economical
delivery of all mail .... (emphasis added).” Once again, the statutory language

does not distinguish between mail products, but expressly applies to “all” mail.

In contrast to these broad formulations are the specific types of mail
identified by other sections for special or preferential treatment.” It could be
argued that the preferences accorded to these types of mail matter suggest that

they have some higher value that requires their coverage by the USO.

® Excluded from the USO would, of course, be those items expressly declared to be non-
mailable by sections 3001-18 of title 39 (e.g., motor vehicle master keys; locksmithing devices;
certain mail bearing a fictitious name or address; unordered merchandise; and sexually oriented
advertisements).

" For example, section 101(e) directs the Postal Service to “give the highest
consideration to the requirement for the most expeditious collection, transportation, and delivery
of important letter mail.” (emphasis added). Similarly, section 101(f) identifies “the overnight
transportation ... of important letter mail to all parts of the Nation ... [as] ... a primary goal of
postal operations.” (emphasis added). Section 404(c) provides that the Postal Service “shall
maintain one or more classes of mail for the transmission of letters sealed against inspection ...
[and that] ... [o]ne such class shall provide for the most expeditious handling and transportation
afforded mail matter ....” (emphasis added). Several provisions provide rate preferences to
specialized categories of mail. See, e.g., sections 3626 and 3683.
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A similar argument can be made on the basis of the distinction drawn by
the PAEA between “market dominant products” (as set forth in section 3621) and
“competitive products” (as enumerated in section 3631). For example, it could be
argued that the Postal Service’s ability to exercise market power over market
dominant products requires the inclusion of these products in the USO as a
means of insuring that the Postal Service’s market power will not be abused.
Since, by contrast, customers who can use competitive products will, by
definition, have access to alternative suppliers, there is less need to include
competitive products under the USO in order to protect such customers from

possible Postal Service abuses.

The Commission has concluded that the range of products covered by the
USO includes all mail matter, not just preferential classes or market dominant
products. The Commission has reached this conclusion in part because, on its
face, the statute expressly refers to a broad array of postal items as being
subject to the USO. Similarly, the requirement in section 101(f) that the “highest
consideration be given to the prompt and economical delivery of all mail” by its
terms is applicable to both market dominant products, such as First-Class Mail,
and competitive products, such as Express Mail and Priority Mail. The
preferential mail classes and the market dominant product/competitive product
dichotomy were established for specific purposes that are independent of the

universal service concept.

Finally, because of the flexible nature of the USO, it is possible for the
Postal Service to meet the needs of citizens so long as this is consistent with
overlapping requirements such as the maintenance of an efficient and
economical system. As history has demonstrated, what is necessary to bind the

Nation together changes over time. When it does, the USO requires that the
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Postal Service respond. To its credit, the Postal Service has, over the course of

its history, honored that obligation.

The USQO’s Access Obligation

Section 403(b)(3) requires the Postal Service to “establish and maintain
postal facilities of such character and in such locations, that postal patrons
throughout the Nation will, consistent with reasonable economies of postal
operations, have ready access to essential postal services.” This requirement is,
like other aspects of the USO, broadly formulated and provides the Postal

Service with considerable latitude to exercise discretion.

First, the “postal facilities” that section 403(b)(3) directs the Postal Service
to establish and maintain do not have to be post offices or any other particular
type of facility. Nor do these facilities have to be located in any particular place.
They need only be of “such character” and “in such locations” that postal patrons
“have ready access” to “essential postal services.” Neither “ready access” nor
“essential postal services” are defined by the statute. The result is that section
403(b)(3) gives the Postal Service considerable discretion to determine both the

type and location of postal facilities.

Second, in exercising its discretion to select and locate facilities giving
“ready access” to patrons “throughout the Nation,” the Postal Service has the
authority to select and locate facilities which are “consistent with reasonable

economies of postal operations.”

Within the general parameters established by section 403(b)(3) for all
“postal facilities” are provisions applicable specifically to “post offices.” Section
404(a)(3) of title 39 gives the Postal Service the power generally “to determine

the need for post offices ... and to provide such offices ... as it determines are
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needed ....” Other statutory provisions place limits on that power. For example,
section 404(d) establishes procedures for closing or consolidating post offices;
specifies the factors that the Postal Service must consider in ordering any such
closure or consolidation; and provides a limited mechanism for appealing

decisions by the Postal Service to the Postal Regulatory Commission.

Further limits on the Postal Service’s power to close or consolidate post
offices are contained in section 101(b) of title 39 and in the annual postal
appropriations acts. Section 101(b) directs that “[nJo small post office shall be
closed solely for operating at a deficit, it being the specific intent of the Congress
that effective postal services be ensured to residents of both urban and rural
communities.” Every annual postal service appropriations act adopted since
1985 has contained a provision stating “[tjhat none of the funds provided in this
Act shall be used to consolidate or close small rural and other small post offices

in the [current] fiscal year ...."

The effectiveness of the limitations placed on post office closings and
consolidations by section 404(d) is not easily assessed. To date, the Postal
Service has taken the position that section 404(d) applies only to post offices
managed by a postmaster, not to branch post offices, stations, contract post
offices, or other types of postal facilities. Although the Commission does not
agree with this interpretation, see PRC Order No. 1480 (September 29, 2006),
the Postal Service does not provide patrons with the same protections before
closing such facilities. Even when section 404(d) applies, the Commission’s
authority to review postal service decisions to close or consolidate post offices is
limited to a review of the procedures used by the Postal Service to reach its
decision; the adequacy of the record supporting the decision; and a
determination of whether the decision was arbitrary, capricious, or otherwise
contrary to law. Assuming the Commission were to find that a Postal Service
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decision to close or consolidate post offices was legally flawed, the Commission
could remand the matter to the Postal Service for reconsideration, but could not
substitute its judgment for the Postal Service’s judgment regarding the merits of

the closure or consolidation.

The effectiveness of the limitations placed on post office closings and
consolidations by section 101(b) and by the Postal Service appropriation acts is
also open to question. Between 1984 and 2008, the number of post offices has
been reduced by more than 2,000. Some of these closings almost certainly
involved small post offices. There is no way to verify that any small post offices
that were closed were closed for reasons other than that they were operating at a
deficit, or that they were closed using funds other than those covered by the
annual Postal Service appropriations. A further unknown is how many small post
offices were not closed or consolidated because of the limitations of section

101(b) or the annual Postal Service appropriation.

Unlike post offices, conveniences such as collection boxes or automated
postal centers are not governed by the limitations and review procedures of
section 404(d), or by the limitations imposed by section 101(b) and the annual
postal appropriation acts. In other words, the Postal Service’s discretion over
non-post office facilities is broad and without specific limitations.

Finally, consideration must be given to one further form of access to the
postal system that is available in both urban and rural areas, namely, malil
collection by letter carriers. In rural areas, this service includes not only
collection, but the sale of almost all postal services, including providing stamps
and weighing packages. These services have been provided for a considerable
period of time, but appear to lack a specific statutory authorization or

requirement, except perhaps for the annual postal appropriations language.
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While this language is couched in terms of a “delivery” requirement, it could also
be viewed as an access requirement by virtue of the fact that letter carrier
deliveries necessarily create the opportunity for collection from postal patrons. If
S0, this access requirement would suffer from the same ambiguity as the delivery

requirement.

The USQO'’s Delivery Obligation

Section 404(a)(1) authorizes the Postal Service to deliver mail and section
403(a) requires the Postal Service to deliver mail. However, neither these
sections, nor any other section of title 39, prescribes the manner in which
delivery must be made. The Postal Service therefore has the discretion to
deliver by one or more of several modes: door delivery; curbside delivery; cluster

box delivery; roadside mailboxes; post office box delivery; or general delivery.

The current version of the appropriations language referred to above
provides that “six-day delivery ... shall continue at the 1983 level.” However, as
discussed earlier, it is unclear just what Congress meant by “the 1983 level.”
The Postal Service appears to view it as a general admonition not to alter its

approach to providing delivery.

In short, the Postal Service exercises considerable flexibility in

determining how it delivers the mail.

® Several interpretations are possible. For example, the rider could be interpreted to
mean that all cities, towns, and rural areas that received 6-day delivery at any time during 1983
must continue to receive 6-day delivery and that cities, towns, and rural areas that did not receive
6-day delivery in 1983 or were served for the first time after 1983 do not have to receive 6-day
delivery service today. Another possible interpretation is that the same percentage of customers
that received 6-day delivery in 1983 should continue to receive 6-day delivery today. As a result
of demographic changes, under either interpretation, the actual addresses receiving 6-day
delivery service could be substantially different today than it was in 1983.
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The USQO’s Pricing Obligations

Sections 101 and 403 provide general rate parameters applicable to those
products included in the USO. Section 101(d) requires that postal rates “be
established to apportion the costs of all postal operations to all users of the mail
on a fair and equitable basis.” Section 403(a), in turn, requires that the “rates
and fees” charged by the Postal Service be “fair and reasonable.” Finally,
section 403(c) proscribes “unreasonable discrimination among users” and “undue
or unreasonable preferences to any such user” in “establishing classifications,

rates, and fees” under title 39.

Operating within these general parameters are three types of special
pricing requirements: reduced rate or no charge requirements;® rate uniformity

requirements;™ and inbound international mail rate requirements.™

® The reduced rate requirements are found in section 3626. In general, they cover
In-County newspapers; Outside-County Periodicals of limited circulation; classroom and nonprofit
publications; agricultural publications; nonprofit Standard Mail; and Library Mail. No charge rate
requirements are contained in section 3404 for the blind and handicapped and in section 3406 for
overseas voters.

10 Rate uniformity requirements apply to letters and to Library and Media Mail. With
regard to letters, section 404(c) provides that “[tjhe Postal Service shall maintain one or more
classes of mail for the transmission of letters sealed against inspection ... [and that] ... [t]he rate
for each such class shall be uniform throughout the United States, its territories and
possessions.” As the Commission has previously ruled, this uniformity requirement is intended to
preclude discrimination between similarly situated mailers, but does not necessarily preclude
First-Class letters from being charged distance sensitive rates. PRC Op. R77-1 at 417-18; and
PRC Op. MC95-1, 1 5087. Historically, reduced rates for local letters have occasionally been
offered.

" Under the current Universal Postal Convention (UPC), the Postal Service is authorized
to establish the terms of compensation for delivery of letter post items through negotiations with
foreign post offices. The majority of inbound letter post and parcel post items from industrialized
countries is covered by negotiated agreements. In the absence of such agreements, the Postal
Service is generally obligated to accept compensation prescribed by the Universal Postal Union
(UPU).

30



Chapter 2: Current Status and Historical Development of the
Universal Service Obligation and the Postal Monopoly

Superimposed on top of the foregoing rate requirements is the PAEA’s
“modern system of regulation.” This system distinguishes between market
dominant and competitive products. Market dominant products are subject to
unique pricing constraints, including a price cap. Competitive products are
subject to less stringent, albeit mandatory, rate criteria. Section 3622(d)(1)(E) of
the PAEA permits the adjustment of rates for market dominant products to levels

above the price cap for “either extraordinary or exceptional circumstances.”

USO Service Quality

A number of statutory sections direct the Postal Service to provide quality
postal service. However, none of these provisions impose substantive and
enforceable service quality standards.” The PAEA did add requirements that
service standards be developed for all market dominant products and that the

Commission annually review service performance.

The statutory sections that place requirements on letter mail are also quite
general.” While these directives and goals are important, they do not constitute

guality standards.

Only two statutory sections approach what can be considered service
quality standards that could be applied to support the USO. Section 3661

2 For example, section 403(a) requires the Postal Service to provide “adequate and
efficient postal services;” section 101(a) states that the Postal Service “shall provide prompt,
reliable, and efficient services;” and section 3661(a) directs the Postal Service to “develop and
promote adequate and efficient postal services.” These broad formulations can serve a hortatory
purpose, but do not lend themselves to enforcement.

13 Section 101(e) directs the Postal Service to “give the highest consideration to the
requirement for the most expeditious collection, transportation, and delivery of important letter
mail.” Section 101(f) requires that transportation methods “designed to achieve overnight
transportation to the destination of important letter mail to all parts of the Nation shall be a primary
goal of postal operations.”
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provides that “[w]hen the Postal Service determines that there should be a
change in the nature of postal services which will generally affect service on a
nationwide or substantially nationwide basis, it shall submit a proposal ... to the
Postal Regulatory Commission requesting an advisory opinion on the change.”
While this section has the potential for fostering service quality, its principal
shortcoming is that it is the Postal Service that decides whether it is required to
file a proposed change with the Commission. This section has been invoked
only 5 times in 38 years by the Postal Service. Furthermore the Postal Service
remains free to implement such changes as it finds appropriate, regardless of the

Commission’s opinion.

The second statutory provision providing an enforcement mechanism
applicable to service quality standards is section 3691. That section was
enacted as part of the PAEA and requires the Postal Service to promulgate
“modern service standards,” establish achievement goals, and annually report
performance as required by Commission reporting requirements. The
Commission must determine whether the Postal Service is in compliance with the
guality standards and whether remedial actions are required in the event of non-
compliance determinations. This system is currently being developed in the
context of ongoing rulemaking proceedings.*

Enforcement of the Universal Service Obligation

Section 3662 of title 39 authorizes “interested persons” to file complaints
with the Commission when they believe the Postal Service is not operating in
conformance with chapter 36 requirements applicable to rates, classes, and

services, as well as section 101(d) (which requires the apportionment of costs on

4 See PRC Order No. 140 (November 25, 2008); and PRC Order No. 104 (August 22,
2008).
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a fair and equitable basis); section 401(2) (which authorizes the Postal Service to
adopt, amend, and repeal rules and regulations not inconsistent with title 39);
section 403(c) (which prohibits the Postal Service from making any undue or
unreasonable discrimination among users of the mails or from granting any
undue or unreasonable preference); section 404a (which, among other things,
prohibits the Postal Service from adopting any rule or regulation which precludes
competition or establishes terms of competition unless it demonstrates that it
does not create an unfair competitive advantage for itself or an entity that it

funds); or section 601 (which relates to the letter monopoly).

In 1971, the Commission adopted rules of practice and procedure which
generally limit complaints to matters with a substantially nationwide impact. On
August 22, 2008, the Commission issued a notice of proposed rulemaking in
Docket No. RM2008-3 which proposes rules that would establish a new two-track
system for processing complaints. One track would be for more formal, legal
complaints. The other track would be for more informal rate or service inquiries

or disputes. The proceedings in Docket No. RM2008-3 are still in progress.

The Postal Monopoly

The PAEA made several important changes to the postal monopoly.

Repeal of 39 U.S.C. 601(b)

The PAEA repealed 39 U.S.C. 601(b), which was invoked by the Postal
Service during the 1970 New York City postal strike to authorize the carriage of
mailable matter out of the mails, and again in 1974 to suspend the postal
monopoly with respect to certain mailable items covered by the Postal Service’s
comprehensive definition of “letter” in 39 CFR 310.1(a). It appears that the

repeal of section 601(b) was prospective and its removal from the U.S. Code
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does not, by itself, abrogate any of the Postal Service’s prior actions under this

section.

Addition of a New 39 U.S.C. 601(b)

The PAEA added a new section 601(b) to title 39. The new section adds
(1) a new price limit exception to the postal monopoly; (2) a new weight limit
exception to the postal monopoly; and (3) a new grandfather exception to the

postal monopoly.

The new price limit exception is contained in 39 U.S.C. 601(b)(1). It
provides that a letter may be carried out of the mails when “the amount paid is at
least the amount equal to 6 times the rate then currently charged for the

1% ounce of a single-piece first class letter.”

The new weight limit exception is set forth in 39 U.S.C. 601(b)(2). It
provides that a letter may be carried out of the mails when “the letter weighs at
least 12 ¥2 ounces.”

The new grandfather exception has been added as 39 U.S.C. 601(b)(3)
and provides that a letter may be carried out of the mails when “such carriage is
within the scope of services described by regulations of the United States Postal
Service (including, in particular, sections 310.1 and 320.2-320.8 of title 39 of the
Code of Federal Regulations, as in effect on July 1, 2005) that purport to permit

private carriage by suspension of the operation of this section (as then in effect).

The effect of the grandfather provision is to exclude from the postal
monopoly all items for which carriage out of the mail was permitted as of July 1,

34



Chapter 2: Current Status and Historical Development of the
Universal Service Obligation and the Postal Monopoly

2005. As of December 19, 2006, the statutory basis of the letter monopoly was
provided by the Private Express Statutes*® and chapter 6 of the Postal
Reorganization Act.*® The relevant rules, regulations, policy statements, and
practices of the Postal Service governing the letter monopoly were title 39,
subchapter E, parts 310 and 320 of the Code of Federal Regulations; the
Official Opinions of the Assistant Attorneys-General for the Post Office
Department;*® the Official Opinions of the Attorneys-General of the United States
Advising the President and Heads of Departments in Relation to Their Official
Duties;" Digests of Decisions of United States and Other Courts Affecting the
Post-Office Department and Postal Service;* the Post Office Department’s legal
manual, Postal Laws and Regulations; and the Private Express Statutes.*

'® The Private Express Statutes were codified as part of the United States Criminal Code
and consist of 18 U.S.C. sections 1693 (carriage of mail generally); section 1694 (carriage of
matter out of mail over post routes); section 1695 (carriage of matter out of mail on vessels);
section 1696 (private express for letters and packets); section 1697 (transportation of persons
acting as private express); and section 1698 (prompt delivery of mail from a vessel).

'8 Chapter 6 of the Postal Reorganization Act is entitled Private Carriage of Letters and
contains six sections: 39 U.S.C. section 601 (letters carried out of the mail); section 602 (foreign
letters out of the mails); section 603 (searches authorized); section 604 (seizing and detaining
letters); section 605 (searching vessels for letters); and section 606 (disposition of seized mail).

7 Title 39, subchapter E is entitled Restrictions on Private Carriage of Letters.
Subchapter E includes part 310, Enforcement of the Private Express Statutes (sections 310.1 to
310.7); and part 320, Suspension of the Private Express Statutes (sections 320.1 to 320.9).

¥ The legal opinions of the Assistant Attorneys General were first issued in 1872
following enactment of the postal code of 1872. The Post Office Department first published the
legal opinions of the Assistant Attorneys General in 1905. It ended the practice of publishing
legal opinions after 1951.

' The Opinions of the Attorney General determine the government's position regarding
postal laws when there is a public dispute.

? These digests were first compiled and published in 1905 as part of the 1902 edition of
Postal Laws and Regulations.

- A pamphlet first published by the Post Office Department in 1934. Several editions
were subsequently published. The fourth edition was published in January 1952, and was retitled
Restrictions on Transportation of Letters.
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As a practical matter, the postal monopoly, as applied on December 19,
2006, now has the authority of statutory law. In effect, the Postal Service’s
administrative determinations, suspensions, and regulations have been adopted

by Congress as part of its formulation of the postal monopoly.

The practical effect of this statutory recognition has far-reaching
consequences. For example, the adoption of section 310.3(e)(1) of the Postal
Service’s regulations (which had established an expanded prior-to-posting
exception to the postal monopoly) effectively limits the postal monopoly to

delivery to the addressee.

Changes to Rulemaking Authority

The PAEA also made three changes to title 39 that affect the relevant
rulemaking authority of the Postal Service and the Postal Regulatory
Commission. First, section 401(2) has been amended to limit the authority of the
Postal Service to adopt, amend, and repeal rules. Such rules must be
“necessary in the execution of its functions under this title and such other
functions as may be assigned ... under any provisions of law outside of this title
[emphasis added].” As formulated, this section appears to deny the Postal
Service the authority to revise or manipulate the scope of the postal monopoly

laws because they are found in title 18 of the U.S. Code, not in title 39.

Second, the PAEA has amended section 404(a) of title 39 to prevent the
Postal Service from establishing any rule or regulation that has the effect of
precluding competition or establishing the terms of competition unless it can
demonstrate that neither it nor any entity funded by the Postal Service will gain
an unfair competitive advantage. This provision also prevents the Postal Service

from seeking to extend the bounds of the postal monopoly or otherwise create
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further advantages not already afforded to it by the postal monopoly as adopted
and confirmed by the grandfather provisions in 39 U.S.C. 601(b)(3).

Third, the PAEA has added a new section 601(c) to title 39. That new
section provides that “[a]ny regulations necessary to carry out this section [i.e.,
section 601] shall be promulgated by the Postal Regulatory Commission.” This
section gives the Commission important new powers to ensure that the postal
monopoly is implemented in a manner that is consistent with Congress’ intent. It
is in this connection that the history of the postal monopoly may yet be of

importance in administering the future implementation of the postal monopoly.

The Current Mailbox Monopoly

As of December 19, 2006, the statutory basis of the mailbox monopoly
was provided by the 1934 mailbox statute,?” and by section 403 of the Postal
Reorganization Act.*® The pertinent rules and regulations governing the mailbox
monopoly on December 19, 2006, were set forth in part 508 of the Domestic Mail

Manual.** The PAEA made no changes to the mailbox monopoly.

Historical Development of Universal Service, the Universal Service
Obligation, and the Postal Monopolies

The foundation of the American postal system was laid by Great Britain
during the colonial period. Current postal monopoly statutes are directly
descended from 17" century English postal laws. The English Parliament

218 U.S.C. 1725 (postage unpaid on deposited mail matter).

2839 U.S.C. 403. While section 403 does not expressly identify the Postal Service’s
monopoly over mailboxes, it has been judicially interpreted to authorize adoption by the Postal
Service of Domestic Mail Manual (DMM) regulations governing the mailbox. Rockville Reminder
Inc. v. U.S. Postal Service, 480 F.2d 4 (2nd Cir. 1973).

* The Domestic Mail Manual is a regulation of the Postal Service. 39 CFR 211.2 (2006).
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extended the postal monopoly law to the American colonies in 1710. The
English law provided a template for American colonial postal laws and
established the conceptual framework within which today’s postal monopoly laws
apply in the United States. Appendix B at 36-47 and 64-66; and Appendix D at
40-45 and 68-76.

The Beginnings of the American Postal System: 1780s through the 1830s

The colonial postal system consisted of a series of relay stations, or
“posts,” along a “post road.” In a “horse post,” the postal stations kept horses for
riders carrying letters between towns. A “foot post” relied upon walking
messengers. Letters were carried by riders or messengers in a pouch called a
“mail.” Carriage was on a regular scheduled basis between public places, such
as inns, in different cities and towns. Few, if any, structures dedicated
exclusively to post office operations existed at the time and there was, in general,
no collection or delivery beyond the terminal post offices. Postage was paid by

the addressee.

During this period, the term “letter” referred to a message recorded by
hand on a single sheet of paper. Correspondence on two sheets of paper was
called a “double letter,” and on three or more sheets, a “triple letter.” Envelopes
were not used. Multiple letters or letters with enclosures were tied together in

small bundles called “pacquets.”

Contrary to our modern conception, a “newspaper” was a single piece of
paper with printing placed on both sides by a manual press. Publishers of
newspapers would frequently prevail on post riders to carry their newspapers

“out of the mail.”
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The first American post office was established in 1775 by the Second
Continental Congress. Benjamin Franklin was the first Postmaster General. As
Postmaster General, he was given the authority to designate a line of posts “from
Falmouth in New England to Savannah in Georgia, with as many cross posts as
he shall think fit.” The Postmaster General also had the authority to appoint
deputies who served as local postmasters. Local postmasters were paid a

percentage of the postage they collected.

The postal system established by the Continental Congress carried letters
between cities. Those intercity letters were occasionally delivered to local
addresses by messengers appointed by the local postmaster. Addressees paid
2 cents for the services of the messenger in addition to postage on the item they

received. No other local collection or delivery was provided.

Following America’s Declaration of Independence from England,
Congress, acting pursuant to the Articles of Confederation, formally established
the new Nation’s post office by adopting the Ordinance of October 18, 1782

(Ordinance), which was modeled on the English Postal Law of 1710.

As a forerunner of “universal service,” the Ordinance declared that
“‘communication of intelligence from one part to another of the United States” was
“essentially requisite” to the “safety as well as the commercial interest thereof.”

Despite vigorous debate, newspapers were excluded from the mail.
However, the Postmaster General was authorized to permit post riders to carry
newspapers out of the mail. While the Ordinance was not adopted as a revenue
measure, it was a major source of revenue through the enactment of the Postal
Act of 1792. Like its English antecedents, the Ordinance contained monopoly

provisions, as well as exceptions to the monopoly.
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The United States Constitution was adopted on September 17, 1787.
Article 1, Section 8, of the Constitution gave Congress the authority to establish
“Post offices and Post roads.” In a significant change from the 1782 Ordinance,
the 1792 Act shifted authority to designate post roads and post offices from the
Postmaster General to Congress. Section 1 of the Act established the initial post
roads. Not surprisingly, citizens soon began petitioning Congress for new post
routes and post offices. Between 1792 and 1874, the statutory description of

post roads grew from 2 to 354 pages.

By contrast, section 3 of the 1792 Act gave the Postmaster General the
power to appoint deputy postmasters “at all places where such shall be found
necessary.” The deputy postmasters were to keep offices (i.e., post offices) for
the purpose of performing their duties. Implicit in the Postmaster General’s
authority to establish post offices appears to have been the power to close post
offices. This implicit authority was made explicit in an 1861 congressional act
and was confirmed almost 100 years later by the Postal Code of 1960.

The first post offices, like their colonial predecessors, occupied leased
space in inns, hotels, mercantile exchanges, and other buildings. It was not until

the Civil War that Congress authorized the construction of post office buildings.

Because of their perceived importance, newspapers were admitted to the
mail for the first time in 1792. The Postmaster General was given the power to
authorize their carriage both in and outside of the mails. The importance
attached to newspapers was further reflected in the fact that the 1792 Act
permitted each printer of newspapers to send one copy of his newspaper to each
and every other printer of newspapers for free. The maximum postage rate for
all newspapers sent through the mail was 1.5 cents. By contrast, the maximum

letter rate was 25 cents for a single letter, 50 cents for a double letter, 75 cents
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for a triple letter, and $1.00 per ounce for each packet weighing at least one
ounce. As a consequence, there was little personal correspondence. Most
letters were sent by merchants.

Although the 1792 Act, like the 1782 Ordinance, was not intended as a
revenue measure, it was nevertheless expected to generate substantial revenues
for the new government. In fact, because of the rising costs of the expanding
system, the new postal system generated only modest revenue surpluses for

several decades following passage of the 1792 Act.

Finally, in a noteworthy departure from its English antecedents, the 1792
Act prohibited the opening of mail in order to spy on citizens and made the
unauthorized opening of mail punishable by fine and/or imprisonment.

The primary monopoly provision, contained in section 14 of the 1792 Act,
prohibited the carriage by “any person” of “letter or letters, packet or packets,
other than newspapers ....” Section 14 also prohibited “any person” from
establishing a postal system by “setting up any foot or horse post, wagon, or
other carriage, by or in which any letter or packet shall be carried for hire, on any
established post-road, or any packet, or other vessel or boat ....” Exceptions

were granted for special messengers.

Section 12 of the 1792 Act established a monopoly over inbound
international letters that was applicable to shipmasters, but not passengers, on

arriving vessels. The monopoly did not extend to outbound letters or packets.

The Postal Act of 1794 made several noteworthy additions and changes to
mail service. First, it expressly authorized the Post Office Department to

continue appointing local messengers to deliver to addressees located near a
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post office. The 1794 Act also authorized persons to drop a letter at a post office
for later pick up by the addressee. The postmaster received 1 cent for each drop
letter. Although such so-called “drop letters” were permitted, they were outside
the mail. These authorizations remained unchanged until passage of the 1825
Postal Code.

Finally, the 1794 Act authorized magazines and pamphlets to be admitted
to the mail for the first time, albeit in only those situations in which “the mode of
conveyance, and the sized of the mails, will admit of it ....” Rates for magazines
and pamphlets were higher than newspaper rates, but substantially lower than

letter rates.

The 1794 Act made several changes to the postal monopoly. It expressly
excluded magazines and pamphlets together with newspapers from the
monopoly’s reach. It also eliminated the prohibition against private carriage by
individuals. This left in place only the prohibition against the establishment of

private postal systems.

Five years later, in the Postal Act of 1799, Congress revised the principal
monopoly provisions. The scope of the monopoly was expanded slightly to
include not only private postal systems operating on “post roads,” but private
postal systems on “any road adjacent or parallel to an established post road.”

In addition, section 7 of the 1799 Act, which specified postage rates,
suggested that the term “packet” might include a small package, not just a bundle
of letters, by limiting the obligation of a postmaster to accept packets to those
weighing no more than 3 pounds.

In the Postal Act of 1815, Congress extended the postal monopoly by

requiring that masters of steamboats that traveled between locations where post
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offices had been established deliver all “letters and packets” to the local
postmaster after docking. In the Postal Act of 1823, Congress extended the
postal monopoly to cover not just travel between locations at which post offices
were located, but travel on “all waters on which steamboats regularly pass from
port to port. This result was accomplished by declaring all such waters to be

“post roads.”

The Postal Act of 1825 replaced all prior postal laws with a revised version
that was codified as a general postal code. Among the changes made by the
1825 Code was the separation of pamphlets into two classes: periodical
pamphlets (which included magazines), and non-periodical pamphlets (small
books). Controversies over the appropriate classification of mailable matter were
generated by large rate differentials between newspapers and periodicals. Since
books were required to pay letter rates, they were, as a practical matter, priced

out of the market.

Shortly after the enactment of the 1825 Code, New York City merchants
learned of increased European cotton prices and sent orders by mail contractors
outside of the mail. Postmaster General McLean was outraged and advocated a
new “mandate”: speed, namely that the Post Office Department must convey
newspapers as rapidly as letters. This became known as the “Gospel of Speed.”
To carry out this mandate, the Post Office Department urged Congress to

authorize express mail. Congress refused.

Having failed to receive congressional authorization to provide express
mail, Postmaster General McLean vowed to prevent contract carriers from
transporting orders out of the mail. During this period, one of the first federal
court decisions regarding the scope of the postal monopoly was issued. The

issue before the court was whether the postal monopoly prohibited a contractor
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engaged by the Post Office Department to transport mail, had violated the postal
monopoly by also carrying packages containing so-called “executions,” which
appear to have been some type of legal or financial instrument. The court ruled
that “packets” containing these executions were not “letters” and their carriage

was not prohibited by the postal monopoly.?

The Foundations of Modern Postal Service: 1840s through the 1880s

During the first half of the 19" century, several important developments
converged that would produce changes in both the nature of postal service and
the statutory framework within which the Post Office Department would operate.
Those developments included improvements in transportation, the growing
needs of commerce, the growth of transportation by rail and steamboat which
made possible the emergence of private express companies, and the advent of
the “cheap postage” movement in Great Britain. This same period saw the birth
of so-called penny posts that provided new and desirable postal services at the
local level. Appendix B at 48-51 and 65-72; Appendix C at 89-96; and Appendix
D at 45-46 and 76-78.

Local collection and delivery of mail by the Post Office Department was
slow in developing. Through 1825, most of the Post Office Department’s mail
service was between cities. Neither ad hoc delivery service authorized by local
postmasters, nor arrangements for drop letters were considered postal services,
nor were letters handled in these ways deemed to be “in the mail.” The
widespread collection of drop letters by citizens made the post office a common

meeting place to socialize or to discuss business.

% United States v. Chaloner, 1 Ware 214, 25 F.Cas. 392, 393 (D. Me. 1831).
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By around 1825, the demand for post office boxes (which facilitated the
handling of drop letters) had begun to increase.” Around this same time, New
York City’s postmaster agreed unofficially to collect letters of certain merchants
and deliver them to the post office. Official authorization to use letter carriers to

collect and deliver local drop letters was given by the Postal Act of 1836.

By the 1840s, so-called penny posts had inaugurated home delivery,
street collection boxes, pre-payment by adhesive stamps, special delivery, and
local parcel post.”” These services proved to be so popular that in 1842,

Postmaster General Wickliffe bought the City Despatch Post in New York City.

Also by 1840, public pressure for sharply reduced letter rates produced
major changes in the British postal system. High letter rates had generated
widespread dissatisfaction and evasion of those rates by transmitting letters out
of the mail. The British government responded by making a major overhaul in
rate structures and levels. Letter postage rates were reduced by almost
75 percent. This led to a surge in mail volume. These changes in Great Britain
did not go unnoticed in the United States. Demands for postage reform and

widespread evasion of the postal monopoly laws increased.

Whereas merchants and newspaper publishers had organized private
expresses to transmit important commercial information and news, the impact of
those activities on the postal service had been relatively limited. The new private

express companies did not attempt to establish postal systems comparable to

% 1n 1825, the New York City Post Office had approximately 900 post office boxes. By
1850, the number of boxes had increased to more than 3,000. Appendix B at 49.

" During the 1840s, there were at least 140 private local posts in the United States. Id.
at 50.

45



Report on Universal Postal Service and the Postal Monopoly

the Post Office Department’s relay stations on post roads. Instead, they availed
themselves of the transportation services available from railroads and steamboat
companies that were part of the Industrial Revolution. Companies like Wells
Fargo and the forerunner of American Express dispatched employees on

railroads and steamboats with valises full of letters and packages.

The Post Office Department responded to these developments by entering
into contracts for mail transportation which prohibited the carrier from carrying
any “mail-matter” (not just letters) out of the mail, or knowingly transporting any
person who carried “mail-matter” out of the mail. In a legal opinion, the United
States Attorney General concluded that the Postmaster General could use the
contracting authority to prevent mail contractors from carrying newspapers,

magazines, and pamphlets.

During this period, the Post Office Department also sought to enforce the
postal monopoly by prosecuting alleged offenders. Between 1841 and 1844,
there were arrests and trials of over 100 carriers for alleged violations of the
postal monopoly. These prosecutions were largely unsuccessful. The failure of
these prosecutions contributed to the effort by the Post Office Department to

obtain legislation addressing the practices of private express companies.

The Postal Act of 1845: Cheap Postage and the Private Express Statutes

Responding to the success of English postal reforms, Congress passed
the Postal Act of 1845. The Act reduced rates for letters and introduced low
rates for circulars, handbills, and advertisements. Rates for so-called “drop
letters” were doubled to discourage private expresses from transporting intercity
letters to a post office for collection by local addressees. Subsidies were

eliminated for stagecoaches.
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The passage of the 1845 Act greatly increased volumes of personal mail
as Congress and the people realized that mail could be used for personal

correspondence, not just for news or business correspondence.

The 1845 Act transformed the postal monopoly from a model directed at
postal systems composed of relay stations to a model based upon geographic
places served by the Post Office Department. It also introduced the concept of

“regular carriage.”

At the heart of the 1845 Act were the monopoly provisions which
proscribed the establishment and use of private expresses operating between
places regularly served by post offices, as well as the transportation by common
carrier of persons acting as private expresses. The monopoly covered “letters,
packets, or packages of letters, or other matter properly transmittable in the
United States mail, except newspapers, pamphlets, magazines and

periodicals ....” *®

Finally, the 1845 Act established a new statutory exception: “carriage of

mail by private hands without compensation.”

Aftermath of the 1845 Act

Public pressure for reduced postage rates continued following passage of
the 1845 Act. Appendix B at 65-72. In 1851, Congress again made substantial

28 «[MJailable matter” and “matter properly transmittable by mail” were defined by section

15 of the 1845 Act as “all letters and newspapers, and all magazines and pamphlets periodically
published, or which may be published in regular series or in successive numbers, under the same
title, though at irregular intervals, and all other written or printed matter whereof each copy or
number shall not exceed eight ounces in weight, except bank notes, sent in packages or bundles,
without written letters accompanying them; but bound books, of any size, shall not be held to be
included within the meaning of these terms.”
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cuts in letter postage rates.” These cuts eliminated the cross-subsidies for
newspaper rates that had been possible because of the higher letter rates. After
1851, subsidies for newspapers were funded from the public treasury. From the
perspective of the Post Office Department, cheaper postage proved to be an

important defense against the private express companies.

By 1851, it had also become obvious that the Post Office Department
would not break even. Beginning in 1851 and continuing until 1870, subsidies
were provided by appropriations from the general treasury. The postal monopoly

protected revenue (even if the Post Office Department did not break even).

Also in 1851, the United States Supreme Court held in the case of United
States v. Bromley, 53 U.S. (12 How.) 88 (1851) that an “order for goods, folded
and directed as a letter, is clearly mailable matter, and a conveyance of it, as
charged, is a violation of the law.” Opinions differ over how the court’s holding
should be interpreted. One interpretation is that the court’s holding should be
interpreted to mean that an “order for goods” constituted a “letter.” Another
interpretation is that at most the court held that an “order for goods” constituted
“mailable matter” under the Act, but not a “letter.” The difference between these
interpretations became important over 100 years later in litigation over the scope
of the postal monopoly.

By 1859, the Post Office Department had established local delivery
systems in fourteen cities. In 1860, the Postmaster General moved aggressively
to take over postal services in major cities. At his request, Congress allowed the
Post Office Department to cut its charge for local delivery service in half. He also

 postal Act of 1851, Act of Mar. 3, 1851, ch. 20, sec. 10, 9 Stat. 587. The 1851 Act also
authorized the Postmaster General to designate “post routes” within cities. 1d.
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ordered that all streets, lanes, and avenues within the city limits of Boston, New
York, and Philadelphia were “post routes” and advised private posts that, as a
result, they were precluded from providing local service.

In an effort to enforce the Postmaster General’'s order, the government
filed suit to enjoin a penny post named Blood’s Despatch from providing local
postal services. The court, in United States v. Kochersperger, 26 F.Cas. 803
(E.D. Pa. 1860), ruled that local postal service was not within the postal

monopoly as it then existed.

In his 1860 annual report, the Postmaster General called for legislative
action to overturn the decision in Kochersperger. In doing so, he implied that a
postal monopoly over local services was justified by the need to use profits from
some postal services to subsidize others. In the 1861 Post Office Department
appropriations bill, Congress overturned the court’s decision and made the 1827
ban on establishing foot posts and horse posts on “post roads” applicable to local
“post routes” designated by the Postmaster General under the 1851 Act.
However, it was not until 1883 that the last two private penny posts were finally

eliminated as the result of legal actions brought against them by the government.

It should be noted that the 1861 appropriations bill did not expand the
Postmaster General’s authority to provide local delivery services comparable to
those of the penny posts. That authority came later with the passage of the

Postal Act of 1863, in which Congress authorized “free city delivery” in major
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cities.*®* The 1863 Act made several other important changes in postal service
possible by authorizing the Postmaster General to establish branch post offices,
collection boxes, and delivery services, and to make letter carriers salaried
employees. The 1863 Act also established three classes of mail: letters, regular
printed matter, and miscellaneous matter. Rates for letters were established by
law, while rates for local newspapers, periodicals, and circulars were negotiated
by local postmasters with publishers. In 1864, the Post Office Department was

authorized to provide postal money orders.

Enforcement of the Monopoly by Search and Seizure

The Post Roads Act of 1852 gave the Post Office Department search and
seizure authority with respect to any letters carried anywhere throughout the
United States. Section 5 of the 1852 Act is the source for 4 of the 13 postal
monopoly sections that appear in the current version of the U.S. Code:

18 U.S.C. 1699; and 39 U.S.C. 604-606. Appendix C at 96-100.

The Stamped Envelope Exception to the Postal Monopoly:
Foundation for Administrative Definitions of the Postal Monopoly

Weight-based rates, first introduced by the Postal Act of 1845, made the
use of envelopes both feasible and popular. In the same Post Roads Act of 1852
that gave the Post Office Department the search and seizure authority, Congress
authorized the Postmaster General to sell letter envelopes with “postage stamps
... printed or impressed thereon.” Private carriers were authorized to convey and

deliver such envelopes notwithstanding any prohibition under other laws. This

% 1n 1865, free city delivery became mandatory in cities with a population of over 50,000.
between 1865 and 1890, Congress passed a series of acts which eventually authorized the
expansion of free city delivery to cities and towns with at least 10,000 residents or from post
offices with annual revenues of at least $10,000. Id. at 52-53.
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latter exception to the postal monopoly laws did not authorize private carriage of

letters in ordinary envelopes with postage stamps.

Responding to various allegations of abuse, Congress authorized the
Postmaster General to suspend the stamped envelope exception. The
suspension authority was subsequently codified as 39 U.S.C. 601(b) and later
played an important role in the postal monopoly regulations adopted in 1974 by
the Postal Service. Appendix C at 100-02.

Monopoly Over Outbound International Mail

It was not until the mid-1840s that the Post Office Department began
outbound international mail services of any significance. In 1845, Congress
authorized the Post Office Department to contract with American ships for
international transportation of mail. In that same act, Congress made it unlawful
for passengers to transport “any letter, packet, newspaper, or printed circular or
price current, (except newspapers in use, and not intended for circulation in the
country to which such vessel may be bound,) on board the vessels that may
hereafter transport the United States mail ....” This was the first time

international passengers had been subjected to the postal monopoly laws.

In 1864, the Postmaster General requested that Congress prohibit all
private carriage of outbound international letters in order to protect the Post

Office Department’s revenues. Congress obliged by giving the Post Office

51



Report on Universal Postal Service and the Postal Monopoly

Department a monopoly over outbound international “letters or letter packets.”
This provision is currently found in 39 U.S.C. 602.** Appendix C at 102-05.

The Postal Code of 1872. Shortly after the end of the Civil War, a special
commission was appointed by President Andrew Johnson to revise and codify all
of the statutes of the United States. In 1872, President Grant signed into law the
Postal Code of 1872. The codification did not purport to change the substance of

existing postal laws.

The Revised Statutes of 1875. The 1872 Postal Code was re-enacted in
the Revised Statutes of 1875 as part of a general revision and codification of the
entire body of United States statutes. The provisions of the 1872 Code were
divided between title 9, the Post Office Department, and title 46, Postal Service.
Title 46 contained the postal monopoly provisions. These are the current postal
monopoly statutes, with only minor stylistic changes and reorganization within the
U.S. Code. Appendix C at 109-18.

Public Acceptance of the Postal Monopoly. By the mid-1890s, widespread
public sentiment against big business and private monopolies had developed in
the United States. Private monopolies were perceived as contrary to the public
interest because they increased prices by decreasing, or threatening to
decrease, the availability of goods and services. In stark contrast, the public
generally viewed the postal monopoly as having the salutary effect of decreasing

prices by increasing volume. It permitted the Post Office Department to “act for

% This prohibition on private carriage of outbound international letters was partially
removed by the Postal Service’s adoption in 1986 of 39 CFR 320.8, which suspended the
operation of the Private Express Statutes with respect to international remailing consisting of “the
carriage by private firms of shipments of letters, addressed to persons outside the United States,
entirely outside of the United States Mails to foreign countries where the letters are deposited into
the mails of foreign postal administrations.”
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all without acting against any.”* Even the Post Office Department’s critics
accepted the postal monopoly as necessary to accomplish the task of delivering
the mail on a national basis. The Post Office Department was viewed as both a

big business and a public service.

The Emergence of Universal Service, the Evolution of the Letter
Monopoly, and the Adoption of the Mailbox Monopoly: 1890 through the
1950s

From the 1890s to the 1950s, the concept of universal service began to
take shape. Appendix B at 53-64 and 72-77; and Appendix D at 46-47.
Congress adjusted the postal monopoly statutes, but, with one major exception,
made no major changes. That exception was the enactment in 1934 of the
Mailbox Monopoly. Aside from this, the biggest legal development was the
assumption by the Post Office of the authority to interpret the postal monopolies

by issuing legal opinions and regulations.

Universal Service. In 1896, “rural free delivery” (RFD) was introduced as
an experimental program that provided mail deliveries to a mailbox located along
a public road, not to the door of the recipient. In 1902, RFD service was made
permanent. In general, deliveries were made daily, although the Post Office
Department took the position that it could reduce deliveries to 3 days per week if
there was inadequate demand. The geographic scope of RFD was not defined
by statute. It was expanded by the Post Office Department in response to

citizens’ requests for service.® Included in the 1917 postal appropriations bill

%2 appendix D at 61, quoting C.C. Nott, “Monopolies,” International Review, 1 (May
1874): 382, 383.

% As RFD service expanded, the Post Office Department began to close unneeded small
fourth-class post offices. Appendix B at 56.

53



Report on Universal Postal Service and the Postal Monopoly

was a provision stating “[t]hat rural mail delivery shall be extended so as to serve,
as nearly as practicable, the entire rural population of the United States.”** This
provision appears to have been the forerunner of 39 U.S.C. 403(a)’s direction to
the Postal Service that it “serve as nearly as practicable the entire population of
the United States.”

In 1911, the Post Office Department introduced a Postal Savings Bank. It
was used extensively during the Great Depression in response to bank failures.

The bank was terminated in 1966.

In 1912, Cong